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LEGISLATIVE BILL 237

Approved by the covernor Vlarch 29, I99l
Introdtrced by Landis, 46; Lindsay,9; Conaay, L'7i

9lesely, 26; Schmit, 23; Haberman, 44;
Abboud, 12

AN ACT relating to insurance; to anend sections 21-1339,
2l-2704, 44-319.O1, 44-320, 44-322, 44-3A6,
44-402.03, 44-421, 44-2202, 44-22L3, 44-2909,
44-3105, and 44-4313, Reissue Revised Statutes
of Nebraaka, 7943, sections 27-2109,
44-2a21 .Ol, and 44-32,137 , Revised Statutea
Supplenent, 1990, and section 44-4A3O, Revised
Statutes Supplenent, 1990, as amended by
section 80, Legislative BiIl 235,
Ninety-second LegisLature, Eirst Session,
1991; to adopt the Inaurers Investment Act; to
change provisiona relating to authorized
investments; to change provisions relating to
transactiona between donestic insurance
companies and directors or officers of such
companies; to elininate provisiona relating to
investments and domestic as6e6sment
associations; to change the applicatrility date
of certain setoff provisions,- to harmonize
provisions; and to repeal the original
sections, and also sections 44-309 to
44-310.09, 44-3ll.Ol to 44-376, 44-327, 44-397
to 44-399, and 44-A24, Reissue Revised
Statutes of NebraEka, 1943.

Be it enacted by the people of ttre State of NebraBka,

Section 1. Sectiona I to 54 of this act shall
be known and may be cited as the Insurers Investment
Act.

Sec. 2. The purpose of the Insurers
Investnent Act is to protect and further the interests
of policvholders, claimants. creditors. and the qeneral

Eor DurpoBes of the InsurerB
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business needs.
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Investment Act_i(L) Admitted assets shalL mean the investmentsauthorized under the act and stated at values at whi.chthev are permitted to be reported in the insurerrs
financial statements filed with the director pursuant to
Beclion 44-322)

( 2 ) Cl-earinq corporation shall mean The
DeDositorv Trust Companv or anv other clearino aoencvreoistered \.rith the Securities and Exchanqe Commissionpursuant to the Securities Exchanoe Act of 1934. section
17A, Euro-clear Clearance Svstem Limited, and CEDEL S.
A.; (3) Custodian bank shal] mean a bank, trust
companv, or branch of a bank or trust comDanv that isactinq as custodian and is supervi.Bed and examined bvthe state or federal authoritv havinq supervision overthe bank or trust comDanv or onlv with respect to aninsurerrs - fore_ion _ investments bv the requfatorvauthority havino supervision over banks or trust
companies in the iurisdiction in which the bank, trustcomganv, or branch is Iocated, Custodian bank sha1linclude Euro-clear Clearance Svstem Limited and CEDEL S.A. actino as custodians:(4) Direct when used in connection with theterm oblioation shall mean that the desiqnated obliooris primarily liable oll_t!€_-hgLrument representind the
obl i oat-i on ,

(5) Director shal1 mean the Director of
Insurance: (6) Insurer shall be defined as provi.ded insection 44-103, and unless the context otherwiserequires, insurer shaIl mean domestic insurer:(7) Mortoaqe shall mean a consensual interestcreated bv a real estate mortqaqe. a. trust_dgeq_p!_Jeglestate, or a similar instrument;(8) Oblioation shall mean a bond, debenture,note, or other evidence of indebtedness,

( 9 ) Policvholders surpLus shall mean the
amount obtained_by*guuLractinq from the admitted assets(a) actual liabilities and (b) anv and al.L reserves
which by law mqqNlg maintained. In the case of a stockinsurer, the policvhoLders surplus shall also includethe paid-up and issued capital stock;

Lf_Al__s!e!e Ehall mean anv state of the UnitedStates, the District of Columbia, or anv territory
oroanized bv Conqress r and(11) Unencumbered real estate shal.l mean reaLestate in which other interests mav exist which ifenforced would not result in the forfeiture of the
736 -)-
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insurerrs interest-
Sec. 4. (1) A domestic insurer holdino acertifi-cate of auttroritv to do business i-n thia stateshall be subiect to the Insurers Investment Act. Exceptas otherwise provided bv 1aw, onlv investments

determined to be authorized investments mder the actshall be considered admitted assets for purposes of a
domestic insurerrs financial statements filed rrith thedirector pursuant to Eection 44-322.(2) A foreion or alien insurer holdinq acertificate of authoritv to do business in this Btateshall be subiect to the act. except that investments
authorized under the laws of its state or countrv ofdomicile mav be recocnized aa authori.zed investments forpurposes of the act in the diacretion of the director.

Sec. 5- (11 An insurer shall not make anv
investment, sale. Ioan, or exchanoe. except loans on itg
own po.Iicies or contracts, unless authorized. approved.
or ratified bv a maioritv of the nembers of the board ofdirectors or other ooverninq bodv or bv a comittee ofits members charqed bv the board of directors. otheroovernino bodv. or bvlarrs Lrith the dutv of makinq suctr
investment. sale. Ioan. or exchanqe. Itre minutea of anvsuch committee strall be recorded. and reports ofinvestments. sa]-es. loans. or exchanoe8 shall be
submitted to the board of directors or other ooverninobodv. A written statement of investment pol,icv shal] bereviewed and approved at leaat annuallv bv the board.
ooverni-nq bodv. or conmittee.(2) Each insurer strall maintain a record of
its investments in a forn and mapner as Drescribed by
the director. Such record shall include an indicationbv the ineurer of the orovision of law under which an
investment is held.

Sec. 6. An insurer mav make Ioans on anv of
its policies in an amount not exceedino the reserve
thereon.

Sec. 7- A life insurer mav allocate amounts
to separate accounts established pursuant to sections
44-402.Ol to 44-402.O5.

Sec. 8. An insurer nav invest in securities
which are convertible into other securities i-f:(1) Ttre convertible securities are authorized
under the Insurers Inveatment Act at the time of
acquisition; and(2) Ttre securities into rrhich 6uch securitiesare convertible are authorized under the act at the time
of conversion.

Sec. 9- An insurerrs i-nvestments shall be

-2-" 737



LB 237 LB 237

heLd in its own name or the name of its nominee, except
that: (1) Investments mav be held in the name of a
clearino corporation, a custodian bank. or the nominee
of either on the fol-lowino conditions:(a) The clearino corporation, custodian bank,
or nomi.nee shall be leoallv authorized to hold the
ps_E!1s_uf-A!-rlvestment for the account of others;(b) If the investment is evidenced bv a
certificate atlc! held in the name of a custodian bank or
the nominee of a custodian bank, a written aqreement
shall orovide that certif_i_cates so deposited shall at
all times be kept separate and apart from other depoaits
with the depositorv so that at all timee thev mav be
identified as belgnqino splelv to the insurer makinq the
deposit; ;1nd(c) If a clearino corporation is to act aB
depositorv, the investment mav be meroed or held i-n bulk
in the name of a cleariDd corporation or th
the cLeatills______s-q-Ep-qIa!-i_q4 with other investm
depos i ted -_v_1!!1_!he____s f ear ino corporati_on bv anv other
person if a U_Litten aoreemg@
evidence of the deposit is to be obtained and retained
bv the insurer or a custodian bank; and

_lL_2 ) An insurer mav participate throuoh a
member baqlr-__ji!___Lbe.-Eg{e-Ial Reserve book-entrv svstem.
The records of the membe-r bank shall at all times sho$,
that the i.nvestments are held for the inBurer or for
specific accounts of the insurer.

Sec. 10. (1) An insurer mav invest in an
individuaL interest of a pool of oblicrations or a
fractional interest of a sinqle oblicration if:

(a) The certificate of participation or
interest or the confirmation of participation or
interest in the investment is issued in the name of the
insurer, a custodi"an bank. or the nominee of either; and(b) The certificate or confirmation, if held
bv a custodian bank, is kept separate and apart from the
inveBtment of others so that at all times theparticipation or interest mav be identified as belonoino
solelv to the insurer makinq the investment.(2) If an investment is not evidenced bv a
certificate, adequate evidence of the insurerrs
investment shall be obtained from the issuer or its
transfer or recordino aognt and retained bv the insurer.
custodian bank. or clearin(I corDoration exceDt asprovided in subdivision (2) of section 9 of this act.
For purposes of this subsection. adequate evidence shalI
mean a written receipt oE other veEi-f&elf_on_iEEffed___bJ
138 -4-
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the depositorv. issuer, or custodian bank which shows
that the investment is he.Ld for the insurer, Transfers
of ownership or investments held as described in
subdivisions (1)(c) and (2) of section 9 of this act and
this section mav be evidenced bv a bookkeepino entrv on
the books of the issuer of the investment, its transfer
or recordino aoent. or the clearino corporation without
phvsical deliverv of Certificates, if anv, evidencino
the insurerrs inveEtment.(3) Anv investment made pursuant to thi6
section shall aLso conform with the followino:(a) The investment in which the interest is
purchased shall be authorized under the Insurers
Investment Act;(b) The insurerrs pro rata interest in the
investment shall be in the same percentaoe as the par
amount of its interest bears to the outstandino Dar
amount of the investment at the time of Durchase;(c) Anv person, other than an insurer, that ie
the oblioor of the investment instrurnent or the investor
from \dhom the interest i6 purchased shall have
outstandino senior debt or commercial paper havino a
minimum qualitv ratinq as deEcribed in subdiviaion (3)
of secti.on 12 of thLs act; and(d) Anv insurer that is the oblioor of the
investment instrument or the investor from whon the
intereEt iB purchaged shall be rated A or better bv A.M.
Best's ratino service or the corresDondino ratino of a
auccessor oroanization approved bv the director.(4) An investment mav be authorized under this
Bection althouqh itB interest does not include the rioht
to exercise the investor I s riohts or enforce the
investorrs renedies accordino to the provi.sions of the
is6ue. (5) Anv investment made pursuant to this
eection shal1 be purchased pursuant to a vrritten
particioation aoreement -. (6) An insurerrs investments authorized under
this section shall not exceed ten percent of its
admitted assets.

Sec. 11. Anv investment Limitation in the
Insurers Inve6tment Act based upon the auo]JEl-o!---!he
insurerrs admitted assets or policvholders surplus shalI
relate to admitted assets or policvholders surDlus as
Ehown bv the most recent financial statement filed bv
the insurer purBuant to section 44-322 unless the
insurerrs admitted assets or policvholders surplus is
revised as a result of an examination conducted pursuant
to section 44-107 or 44-107. 01, in which case the
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results of the examination shaLl control. Except as
otherhrise provided bv Iaw, an investment shaII be
measured bv actual cost at the time of acquisition. If
there is no actual cost at the time of ac_quisltion, the
investment shall be measured at fair value.

Eor purposes of this section, actual costshall mean the total amount invested, expended, or whichg[ggld be reasonablv anticipated to be invested or
expended in the acquisition or orqanization of anv
investment, insurer, or subsidiarv. includino al1

Sec. 12

( 1 ) Cateoory 1. Anv investment subiect tothis subdivision shall have a minimum quality ratino ofBaa3 bv Mood_yrs Investors Service, Inc. . BBB- bvStandard and Poor's Corporation, or the correspondinc

investment in question. the minimum qualitv ratinq shal1be BBB (low) bv the Dominion Bond Ratino Service, B++ bvthe Canadian Bond Ratino Service, or the correspondino

director. If Moodvrs Investors Servi._qe, Inc., and
S!_ar_r&rd q4d_Peer's Corporation do_ not rate the
740 _6_
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investment in question and ei.ther service rates an
oblioation of the oblioor havino a Drioritv equal to or
Iower than the investment in ouestion, the insurer mav
applv such ratinq to the investment. If none of the
ratino orqani.zations described in this subdivision rate
the investment in question or an outstandino obliqation
of the obli.oor havinq a prioritv equal to or lower than
the investment in questi.on. the investment sha]..L have a
1 desionation from the Securities Valuation Office of
the National Association of Insurance Commissionersr and(3) Cateoorv 3. Anv investment subiect to
this suMivisi.on shall have a minimum qualitv ratinq of
Baa3lP-2 bv Moodvrs Investors Service, Inc., or BBB-/A-2
bv Standard and Poorrs Corporation. or the correspondino
ratino of anv successor oroanization approved bv the
director. If Moodvrs Investors Service. Inc. . and
Standard and Poorrs Corporation do not rate the
investment in question and either service rates an
obliqation of the obfioor havino a priorltv eoual to or
lower than the itvestment in ouestion. the insurer mav
applv such ratino to the investment. If the oblioor of
an investment is authorized bv, established bv, or
i.ncorporated under the larrs of canada or anv province
thereof and Moodvrs Investors Service, Inc.. and
Standard and Poorrs Corporation do not rate the
investment in question. the minimum qualitv ratino shall
be BBB (low)/R-2 bv the Dominion Bond Ratino Service,
B++/A-1 bv the Canadian Bond Ratinq Service, or the
corresDondi.no ratino of anv E uccessor orqanization
approved bv the director. If none of the ratino
oroanizations described in thi-s subdivision rate the
investment in question or an outBtandinq obliqation of
the obliqor havino a prioritv equal, to or lower than the
investment in question, the investment sha1l have a 1 or
2 desionati-on from the Securities Valuation Office of
the National Association of Insurance Commi.ssioners.

Sec. 13. Eor purposes of the Insurers
Investment Act, investments shaLl be valued in
accordance with the valuation procedures established bv
the National Association of Insurance commis6ioners
unless the director requires a different valuation
method or finds another valuation method reasonable
under the circumstances.

Sec. 14. An insurer shall, not invest in:(1) Issued shares of its own capital stock
except with the viritten permission of the director.
Such Dermission may be oranted if the purpose of the
acquisition is;(a) In connection vrith the Iawful plan for
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mutualization of the insurer;
lb-L_ Ill_lrf4heLallce of a retj.rement, pension,

or incentive Droqram for offi-cers or emplovees of theinsurer whiEh has been approved bv the shareholders; or
-[-qf Shown to be for the benefit of a1]-

shareholdqqq=
A4y share acoulred pursuant to this

subdivisiorl__gla11 not be considered an admitted assetj
and (2) Anv investment which is found bv the
director to be desioned to evade anv provision of the
Insurers Investment Act.

Sec. 15. ( I ) Exceot as provided in
subsections (2) throuoh (4) of this section, an
insurerrs investments authorized under the Insurers
Inve6tment Act in anv one Derson shall not exceed fivepercent of the insurerrs admitted assets.(2) Subsection Ll) of this section shall not
applv to:

.(a) Investments authorized under sections 23.
25.42.s0-_and 53 of this act;(b) Investments authorized under section 32 of
this act Ll collateralized bv mortqaqes for which the
full faith and credit of lfie United States or Canada ispledqed for the pavment of aII principal and interest;(c) Loans made pursuant to section 6 of this
act; and (d) Real estate held pursuant to subsection(2) of section 44 of this act.

!l ) ( a) An insurerrs investments authorized
under section 24 or 26 of thi.s act in anv one aoencv or
instrumentalitv of the United States or Canada shall not
exceed twentv-five percent of the insurerrs admitted
assets, and (b) an insurerrs investment.s authorized
under section 32 of this act in anv one person if
collateralized bv mortoaoes for which the ful1 faith and
credit of an aqencv or instrumentalitv of the United
States or canada is pledcred for the pavment of allprincipal and interest 6halL not exceed twentv-fivepercent of the i-nsurerrs admitted assets. An insurerrs
investments authorized under section 24 or 26 of this
act in anv one aoencv or instrumentalitv of the United
States - or Canada and the insurer I s investments
authorized under section 32 of this act collateralized
bv mortoaoes for vrhich the fu1l faith and credit of such
aqencv or instrumentalitv of the United States or Canada
is oledqed for the pavment of al,I princioal and
interest, in the aoqreqate, sha-II not exceed twentv-five
Dercent of the insrrrerrs admitted asscts
742 -8-
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(4) (a) An insurer I s investments in anv one
Derson l,hose senior obliqationE have a 3 deBiqnation
from the Securitiee Valuation Office of the National
Association of Insurance Commissioners, in the
aooreoate, stra1l not exceed three percent of the
insurerrs admitted assets.(b) An insurerrs investmentg in anv one person
whose senior oblioations have a 4 desionation from the
Securities Vafuation Office of the National Association
of Insurance Commiraioner6, in the aooreoate, shall not
exceed tno percent of the insurerrs admitted assets-(c) An inaurerrs inveBtments in anv one Derson
whose senior oblioations have a 5 desionation from the
securitiea Valuation Office of the National Association
of Insurance commiaaioners. in the aqoreqate, shall not
exceed one Dercent of the insurerrs admitted assetE.(d) An insurerts investments in anv one person
whose aenior obLioations have a 5 desicrnation from the
SecuritieB Valuation office of the National Association
of Insurance comissionerg. in the aoqreoate, shall not
exceed one-tralf percent of the insurer's admitted
asset6. (5) For purposes of this section, person shall
lrlean an individual or entitv or qroup of individuals or
entities 60 related as in fact to constitute a sincrl,e
venture. institution. corporation, association. companv,partnership. svndicate, trust. societv, or other leoal
entitv.

Sec- 16. Ttre amount of anv oblioation
issued. aeaumed. or <ruaranteed bv more than one obliqor
and authorized under more than one provision of the
InsurerB Inveatment Act shall be allocated to those
proviaiona on a basis proportional to the oblioations of
each obliqor.

sec- l'1. An insurer mav hold an investment
authorized under more than one Drovision of the Insurers
fnvegtment Act under the provision of its ctroice.
Nothino in ttre act straLl prevent an insurer from holdino
an investment uDder a provision different from the one
under whictr it previouslv treld the investment exceDt as
otherwise expreeslv provided bv law.

sec. 14. AII principal, interest. premiums.
dividenda- and other pavments received on anv investment
authorized under the Insurers Investment Act strall be
pavable in layful monev of the United States except as
provided in section 37 of this act.

Sec. 19. ( 1 ) The director mav impose
reasonable and temporary restrictions upon the
investments of an insurer. inc.Iudino prohibition or

-9- 743
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divestment of a partigl[a_g_-;!4149qf494;f. j.f the director
finds that the interests of insureds, creditors, or the
oeneral public are or mav be endanqered.(2) If anv insurer desires to exceed anv
i.nvestment Ii.nitation contained i.n the Insurers
Investment Act, the insurer shalI file an appfication
with the director requestinq written approval to exceed
the investment Iimitation. The application sha1l set
out all pertinent information reoardincr the proposed
investment, includinq a full description of the
investment, its actual cost, its market vaIue. anv
aDDraisaIs, anv encumbrances. the interest rate, the
maturitv dates, as appropriate, and anv other relevant
information requested bv the director. The apolication
shall be a public record open to public inspection from
the date of fillnq. If the application is not approved
or disapproved bv the director within thirtv davs from
the date of filind, the application shaIl be deemed
disapproved. The disapproval in who.Le or in part shall
be in the sole discretion of the director and shall not
be subiect to iudicial review.

In determinino hrhether to approve or
disapprove the application. the director shall- consider
the followino factors:

(a) The credit risk qua.Litv of the proposed
investment;

(b) The li.quiditv of the proposed investment
and of the insurerrs entire investment portfolio:

(c) The extent of the diversification of the
insurer's l

(d) The vield of the proposed investment;
( e ) The reasonableness of the insurer t spolicvholders surplus i.n relation to the insurer I s

outstandinq Iiabilities and financial needs as evaluated
in accordance with the factors set forth in section 16,
Leoislative BiIl 236. Ninetv-second Leoislature. Eirst
Sessi.on, 1991; and

(f) Anv other relevant considerations.
If the director aporoves the application in

whole or in part, the proposed investment shall be
deemed to be an authorized investment to the extent oftne airt.lor'
appl,ication pursuant to this subsection. the directormav retain, at the insurerrs expense. such attornevs,actuaries. accountants, and other experts not otherwisea part of the director I s staff as are reasonablv
necessarv to assi.st the director in determinino whethersuch application should be approved. Anv individual ororqanizati-o-njio re!31i,npQ_ shalf be under the d-irection
744 -1O-
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and control of the director and shall serve in a purelv
advisorv capacitv.

Sec - 20 - ( 1) An insurer mav -l.end itssecurities if:(a) Simultaneouslv with the deliverv of the
loaned securities. the insurer receives collateral frotn
the borroper consistino of ca6h or securities backed bv
the full faith and credit of the United States or an
aoencv or instrumentaLitv of the United States, except
that anv securities provided as collateral shaLl not be
of lesser oualitv than the qualitv of the loanedsecurities. The securities shall have a market value of
at least one hudred two percent of the market value of
the loaned securitiea;(b) Prior to the loan. the borrower furnishesthe insurer uith or the insurer otherlrise obtains the
moat recent atatement of the borrosrerr6 financial
condition; (c) Ttre insurer receives a reasonable fee
related to the market value of the loaned securities and
to the term of ttre loan;(d) Itre loan is rnade pursuant to a written
Ioan acreement: and(e) The borroper is required to furnish bv the
close of each business dav durins the term of the loan a
report of the narket value of all collateral and the
market value of aI1 Ioaned securities as of the close of
tradino on the previous business dav. If at the close
of anv business dav the market value of the collateral
iB lesa than one hundred tiro Dercent of the market value
of the loaned securities. the borrower shall deliver bv
the close of the next business dav anv additiona.l. amount
of cash or securities. The narket value of the
additional securities. todether with the market value of
all previouslv delivered collateral, shall equal at
least one hundred two percent of the market value of the
.Loaned securities -(2) Eor purposes of this section, market value
strall include accrued intereat.(3) An insurer shalL effect securities lendino
onlv throuoh the aervi-ces of a custodian bank.(4) An insurerra investments authorized under
this section shall not exceed ten percent of ita
admitted assets.

Sec. 21. An insurerrs investments shall be
subiect to the Insurers Investment Act notlrithstandino
anvthino in 15 U.S.C. 77r-1 to the contrarv.

Sec. 22. Anv investment held by an insurer
on the effective date of thia act whi-ch was an
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authorized investment immediatelv prior to such date
shalI be deemed an authorized i
Insurers Investment Act.

Sec. 23. An ilrsurer mav inveet in direct
oblioations of____Ehlu4ited States or oblidations for
which the full _faith and credit of t
pledqed for the pavment of a.l-l principal and interest.

Sec. 24. An insurer mav invest in direct
oblioations of_a4y__eqencv or instrumentalitv of the
United States_ or oblioatio4s for which the full faith
and credit of_ anv aqencv or instrumentalitv of the
United Slates is pledoed for the pavment of all
DrinciDal and interest.

Sec. 25. An insurer mav invest in direct
obliqations of the oovernmeL_t of Canada or oblicrations
for lrhich the fu.Ll faith and credit of the oovernment of
Canada is pledoed for the pavment of aII princiDal and
interest.

Sec. 26.
oblioatiqns_ of anv aqencv or instrumentalitv of the
oovernment of Canada or obl,iqations for which the full
faith and credit of anv a<rency or instrumentalitv of the
qovernment of Canada is pledoed for the pavment of allprincipal and i-nterest.

27

section 12 of this act.
Sec. 24. An insurer mav invest in

obliqations issued, assumed, or ouaranteed bv the United
States, an aoencv or instrumentality of the United
States, a state, a municipalitv, a political
subdivision, the oovernmenL of canada, an aoencv or
instrumentalitv of the oovernment of Canada, anvprovince or municipalitv of canada, or anv munici.pal
utilitv. corporate authoritv, nonprofit corporation, or
institution authorized or established bv an act of
Conoress or bv the Iaws of anv state, Canada, or anvprovince of Canada if, bv statutorv or other leqal
reouirements applicable to those oblioations. thev are
pavable as to both principaL and interest:(1) Erom taxes levied or reouired to be levied
upon all taxable property or all taxable income within
the iurisdiction of the l:orrowino entitv;(2) Erom adequate special revenue pledcred or
146 _12_
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otherwise appropriated or required bv law to be provided
for the ourpose of the pavment. excludino anv obliqationpavable s01elv out of special assessments on Droperties
benefited bv local improvements;(3) From and secured bv a pledoe of rentals
from leases or Eubleases on Dropertv olrned or leased bv
the oblioor i.f :(a) Such underlvino lease has an unexpired
term of not Less than the term of the lease or Eublease
whose rentals are oledoed bv the issuer; and(bl The fixed renta.Ls reserved under such
Iease or sublease wiII be eufficient to pav all of the
expenses of the lessor in connection with the lease or
sublease and the operation of the DroDertv and to pav
principal and interest so as to retire the bonds durino
the fixed term of such lease or sublease or, if such
fixed rentals are not sufficient. a crovernmental
subdivision aorees to pav such reguired anountsr(4) Erom revenue specificallv pledoed therefor
of a public service operated bv the borrowino entitv if
the entitv is leoallv authorized and does oblicrate
itgelf that rates of service will be fixed, maintained,
and collected so as to Droduce revenue or earninqs
sufficient to pav a1l operatino and tnaintenance charoes
and aII principal and interest of such oblioations in
accordance Hith their terms; or(5) Erom revenue speciflcal.l,v pledoed therefor
fron excise taxeE Ievied.

Anv investment authorized under this section
shall have a minimum quality ratino as described in
subdivision (1) of sectlon 12 of this act.

sec. 29. An insurer mav invest in
oblioations issued, assumed. or ouaranteed bv anv
corDoration created or existino under the laws of the
United States or Canada or anv state or province
thereof. Anv investment authorized under this section
shall have a minimum qualitv ratino as described in
subdivision (1) of section 12 of this act.

Sec. 30. An insurer mav invest in
oblioations of anv requlated public uti.Litv corDoration
whollv situated or mai.ntaired in the United States and
Canada. Anv investment authori.zed under this section
Ehall have a minimum qualitv ratino as described in
subdivisi.on (1) of section 12 of this act,

sec - 31. An insurer mav invest in
obliqati.ons i.ssued, assumed, or ouaranteed bv an
international development bank of which the United
States is a member. Anv investment authorized under
this section shalI have a minimum oualitv ratino as
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described in subdivision (2) of section 12 of this act.An insurerrs investments authorized under this sectionshalL not exceed t$rentv percent of its admitted assets.Sec. 32 - ( 1 ) An insurer mav invest ininterest-bearincr obliqations entitled to receive bothprincipal and interest from (a) a collateralized pool of
one or more commercial and residential mortqaoes or (b)
certificates entitled to receive both principal andinterest from a collateralized pool of one or morecommercial and residential mortoaoes. Anv pool of
mortoaoes or certificates servins as collateral for such
investments shalL have been BoId to and be currentlv
owned bv either a trust or corporation establilihedsolelv for the purDose of holdlno such mortqades orcertificates for the benefit of the oblioee.

( 2 ) Investments in principal-on-lv orinterest-only mortoaqe-backed securities shall not beauthorized under this section.(3) Anv investment authorized under thissection shalI have a minimum qual,itv ratino a6 describedin subdivision (2) of section 12 of this act.
Sec. 33

collateral for such i.nvestments shal-t have been sold to
and be currentlv owned bv a trust or corporation
established solelv for the purpose of holdino such
assets for the benefit of the oblioee.

( 2 ) Anv investment authorized under thissection shall have a minimum qualitv ratino as describedin subdivision (2) of section 12 of this act.(3) An insurerrs investments authorized underthis section shall, not exceed twenty percent of its
admitted assets.

Sec. 34. (1) An insurer mav. in addition to
anv investment authorized under sections 32 and 33 of
this act, invest in obLioations secured bv pledqed
securities if:

(a) The market val-ue of such pledoed
securities or the fair value if the securities have no
recoonized market value wiII at al1 times of holdi.no the
investment be equal to at least one hundred ten Dercent
of the investment in the' notes or other evidence of
indebtedness; and(b) The pledoed securities are of the l<ind
auttrorized for investment under the Insurers Investment
Act -
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(2) Eor purpoaes of this section. pledqed
securities shall mean notes . mortoades, bond8.
debentures. and preferred or common stock. Pledoedsecurities shall not be valued at an amount oreater thanthe value at which thev could be shown on the insurertefi-nancial statements filed with the director pursuant tosection 44-322 if o$rned directlv bv the insurer.(3) An insurert6 inveBtments authorized underthis section shall not exceed tlrenty percent of its
admitted assets.

Sec - 35. An insurer mav invest in
obl-iqations secured by an assiqnment of a lease to or
for the benefit of the insurer and the rents pavable
under the lease if:(1) The lessee or ultimate ouarantor of anv
Iease securino the oblioation is an entitv the
oblioations of hrhich are authorized for investment undersections 23 to 31 of this act,(2) The rentala assioned are sufficient to
repav not less than ninetv percent of the oblioation
within the unexpired term of the lease excludino anv
term that mav be provided bv an enforceable option of
renewal: and(3) A first Iien on the lessorrs interest inthe unencumbered leased oropertv is obtained asadditional securitv for the oblioation for which therentals described in subdivision (2) of this section arenot sufficient to repav the oblioation.

Sec. 36. An insurer mav invest in
oblioations secured bv an assionment of a throucrh-put
aoreement or take-or-pav contract if:

( L ) The pavlnentg to be made to the operator.exclusive of assessments, taxes, naintenance. and
operatino costs required under such aoreement orcontract. h'ill be sufficient to pav aII interest and
fullv amortize the debt within the remaininc, term,
exclusive of anv renewal term, of the aoreement or
contract; and(2) Anv partv oblioated under such aoreement
or contract or anv quarantor of the specific oblioations
of anv Dartv oblioated under such aoreement or contract
is an entitv the oblioationa of which are investrnents
authorized under sections 23 to 31 of this act.

An insurerrs investments authorized under this
section shall not exceed trrentv percent of its admitted
assets.

Sec. 37 . ( 1 ) An insurer mav invest in
securities or other investments (a) issued in, (b)
l-ocated in, (c) denominated in the currencv of, (d)
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whose ultimate Davment amounts of princiDal or i.ntereat
are subieqt_ to fluctuations in the currencv of, or (e)
whose oblioors are domiciled in countries other than the
United States which are substantiallv of the sane kinds,
classes, ald investment orades as those authorized for
investment under the Insurers Investment Act.

LZ_)___EIcep!___l_qI investtnents authorized under
sections 25 to 3O of this act. an insurerrs investments
authorized under subsection (1) of this section shall
not exceed five percent of its admitted asaetB.

1_] ) An insurer which
business in a foreion countrv or whi.ch has outstandinq
insurance, annui.ty, or reinsurance contracts on lives or
risks residenE or located in a foreion countrv mav, in
addition to the investments authorized bv subsection (1)
of this section. invest in securities and investments(a) issued in. (b) located in, (c) denominated in the
currencv of, (d) whose ultimate pavment amounts ofprincipal and interest are subiect to fluctuations in
the currencv of, or (e) whose oblioors are domiciled in
such foreio!1 countries which are substantially of the
same kinds, classes, and investment qrades as those
authorized for investment under the act.

_.(1!) An insurer's investments authorized under
Eubsection (3) of this section and cash in the currencv
of such cou
insurer, in the aosreoate, shall not exceed the oreater
of (a) one and one-half times the amount of ite reserves
and other oblicrations under such contracts or (b) the
amount which such insurer is requlred bv law to invest
in such countrv.

Sec. 38. (1) An insurer mav inve6t in:(a) Bank certificates of deposit, bankerrs
acceDtances, or corDorate promissorv notes with a
remainino term of no more than one vear;(b) Written repurchase aoreements
collateralized bv securities authori-zed under section 23
or 24 of this act;(c) Other bills of exchanqe of the kind and
maturities authorized bv 1aw for purchase in the open
market bv federal reserve bankE; and(d) Shares, interests. or participation
certificates in anv manaoement tvpe of investment trust,
corDorate or otherwi.se, reoistered under the Investment
Companv Act of 1940. as amended. as a diversified

and (c) of this section.
(2) Eor purposes of this section, repurchase
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aoreement shall nean a bilateral aoreement wherebv an

notea authorized under suHivision (1) (a) of this

Sec. 3

certificates in anv manaoement tvoe of investment trust.
corporate or otherwise, subiect to the followinq
restrictions:(a) The investment restrictions and policie6
relatinq to the investment of the aEsets of the trust
and its activities shall be limited to the same kinds.
classeB, and investment orades as those authorized for
investment under the Insurers Investment Act; and(b) The assets of such investment trust shall
not be less than twentv million dollars at the date of
purchage.

An insurerrs investments authorized under this
subsection shall not exceed ten percent of its admitted
assets. Shares, interests, or particioation
certificates in trusts described in this subsection
shall aIBo be subiect to the overal.l- limitation of
subsection (3) of aection 41 of this act.(2) An insurer mav invest in the sharea of a
fund reqistered under the Investment Companv Act of
1940. ae amended, as a diversified open-end investment
companv when the investment restrictions and policies
relati.no to the investment of the aBaets of the fund and
its activities are limited solelv to (a) ollioations.(b) commitments to Durchase oblioations, or (c)
aBsiqnments of interest in obliqations issued or
ouaranteed bv ttre United States or its aoencie6 or
instrumentalities. An insurer's investments authorized
under thi.s subsection sha1l not exceed twentv-five
percent of its admitted assets.

Sec. 40. (1) An insurer mav invest in thepreferred stock of anv corporation which:(a) Has retained earninos of not less than one
mi.llion dollars:

(b) Has earned and paid reoular dividends at
the reoular prescribed rate each vear upon its Dreferred
stock, if anv is or has been outstandinq, for not less
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than five vears immedi"atelv precedinq the purchase of
such preferred stock or durinq such part of such
five-vear period as it has had preferred stock
outstandino; and

(c) Has had no material defaults in principal
pavments of or interest on anv obliqations of such
corporation and its subsidiaries havinq a prioritv equal
to or hioher than those purchased durinq the period of
five vears immediatelv precedinq the date of acquisition
or. if outstandino for less than five vears. at any time
since such oblioations were issued.

The earninos of and the reoular dividends paid
bv alL predeceEsor, meroed, consolidated, or purchased
corporations mav be included throuoh the use of
consolidated or pro forma statements.

(2) Except as authorized under the Insurance
Holdino Companv Svstem Act, an insurer shall not own
more than five percent of the totaL issued shares of
stock of anv corporation other than an i.nsurer.

(3) A life inBurerrs investments authorized
under this section shall not exceed the qreater of tenpercent of its admitted assetE or one hundred percent of
its policvholders surplus.

Sec. 4L. (1) An insurer mav invest in the
common stock of anv corDoration which has retained
earninqs of not less than one milli.on dollars. exceDt
that an investment mav be made in anv corr:oration havino
a maioritv of its operations in thiB state which has
retained earninqs of not less than two hundred fiftv
thousand do1lars. The earninos of aII predecessor,
merqed, consolidated, or purchased corporations shall be
included throuqh the use of consoli.dated or pro forma
statements.

(2) An insurer mav purchase exchanqe-traded
options or other riqhts to purchase or seLl stocks if
the stocks are an authorized investment under this
section. An insurerrs investments authorized under this
Eubsection shall not exceed one percent of it6policvholders surolus.

(3) Except as authorized under the Inaurance
Hol,dino Companv Svstem Act. an insurer shall not own
more than five oercent of the total issued shares of
stock of any corporation other than an insurer.

!!) A Iife insurerrs j.nvestments authorized
under this section shall not exceed one hundred Dercent
of its policvholders surplus.

Sec. 42. (1) Stock insurers which maintain
capital stock required bv section 44-214 and nonstock
insurers which maintain surp-Ius required bv section
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44-219 mav invest in the comnon and preferred stock of
other insurers.(2) An insurerrs investments authorized under
this section shalL not exceed the lesser of (a) the
amount bv which such insurerrs admitted assets exceed
its resuired capital and IiabiLities if a stock insurer
or its requlred surplus and liabilities if a nonstock
insurer or {b) fiftv percent of its policvholders
surplua. (3) In calculatino the admitted assets of the
insurer acquirino the stock of another insurer pursuant
to this section, the value of anv investment in such
common or preferred stock shal-l be the cost of such
stock to the acquirino insurer.

Sec. 43. (1) An insurer mav invest in bonde
or note6 Eecured bv a fi.rst mortcraoe on real estate inthe United States or Canada if the amount Loaned bv the
inaurer, toqether ldith anv amount secured bv an equal
securitv interest, does not exceed seventv-fi.ve Dercent
of the appraised value of the real estate and
improvements at the time of makinq the inveetment. The
Iimitation in this subaection shaLl not:(a) Apply to investments authorized under
section 32 of this act:(b) Prohibit an insurer from renerrind or
extendino a loan for the orioinal amount rrhen the valueof such real estate has depreciated;(c) Prohibit an insurer from acceptino, aspart oavment for real estate sold bv it, a mortoaoe
thereon for tnore than seventv-five percent of the
Durchase Drice of such real estater or(d) Prohibit an insurer from advancino
additional loan funds to protect its real estate
securitv. (2) An insurer mav invest i-n bond6 or notea
Becured bv a first mortoaoe on leasehold estates in
i-mproved real estate located in the United States or
Canada if: (al Such underlvino real estate is
unencumbered except bv rentals to accrue therefrom to
the owner of the real estate;(b) There is no condition or rioht of reentrv
or forfeiture under $rhich such lien can be cut off,
subordi-nated. or otherwise disturbed so lonq as the
Lessee is not in default;(c) The amount loaned bv the insurer. tooether
wittr anv amount secured bv an equal securitv interest,
does not exceed seventv-five Dercent of the aDpraised
value of such Ieasehold with improvenents at the tine of
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leasehold estate.(3) Nothino in this section shall prevent anv
amount ilve_sted under.this section that exceeds
aeventv-five percent of the aopraised value of the real
estate or leasehol-d and ilnDrovements, as the case may
be, from beino authorized under section 53 of this act.(4) A11 buildinos and other real estate
improvements which constitute a material part of the
value of_the mortoaqed premises, whether estates in fee
or leasehold estates or combination thereof, shall- be(a) substantiallv compl-eted before the investment is
made and (b) kept insured aoainst loss or damaoe bv fire
or windstorm in a reasonable amount for the benefit of
the mortqaoee.(5) If there are more than four holders of the
issue of such bonds or notes described in gubsection (1)
or (2) of this section, (a) the securitv of such bonds
or notes, as well as all collateral papers includinq
insurance _policies executed in connection therewith,
shall be rlade to and held bv a trustee. which trustee
shall be a solvent bank or trust companv havino apaid-in capital of not leEs than tLro hundred fiftv
thousand _dolLars. except in case of a bank or trust
companv incorporated under the lalrs of this state, in
which case___a__-peid:in___geBital of not IeBs than one
hundred thousand doll,ars shal.l- be required, and (b) it
shall be aqreed that, in case of proper notification of
default, such trustee, uDon request of at least
twentv-five percent of the holders of the par amount of
the bonds outstandinc, and proper indemnification. sha1lproceed to protect the riohts of such bondholders under
the proviBions of the trust indenture.(6) An insurerrs lnvestments authorized under
this section shall not exceed fortv percent of its
admitted assets, and an insurerrs investments authorized
under this section and section 44 of this act. in the
aocrreoate, shal-I not exceed fiftv percent of its
admitted assets.

Sec. 44. ( 1 ) An insurer mav acquire and hold
unencumbered real estate or certificates evidencindpartiqipation with other investors, either directlv or
throuqh partnership interests, in unencumbered real
estate if:

(a) The real estate is leased under a lease
contract in which the lessee contracts to pav aLl
assessments, taxes, maintenance, and operatino costs;
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(b) The net amount of the annual ]easepavments to the owner of the real estate i6 sufficient
to amortize the cost of the real estate within the
duration of the lease, but in no event for a period of
Ionoer than forty vears, and Day at least three percent
per annum on the unamortized balance of the cost of the
real estate; and(c) The amount invested in anv such real
estate does not exceed its aporaised value.

When the Iessee under a lease described in
this subsection is the United States or anv aoencv or
instrumenta-Litv thereof, anv state or anv countv,
municipalitv, district. or other oovernnental
Eubdivision thereof, or anv aoencv, board, authoritv, or
institution established or maintained under the laws of
the United States or anv state thereof, such lease
contract mav provide that uoon the termination of the
term thereof title to such real estate shall vest in the
lessee.

When an insurer owns less than the entire real

under a trust aoreement which Drovides, amonc other
thinos. that upon prooer n-etificatj.on of default under

(2) An insurer mav also acquire and hold real
estate: (a) Mortoaoed to it in oood faith bv wav of
Eecurltv for a Loan Dreviouslv contracted or for monev
due; (b) Conveved to it in satisfaction of debtspreviouslv contracted in the course of its dealinos; and

transaction of its business and mav rent the balance of
the gpace therein. The vaLue of an insurerrs
investments authorized under this subsection shall not
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of at Ieast one million dollars mav j-ndivigUalba_pl_U
coniunction with other investors acquire, own. hold.
develop, and improve real estate that is essent.iallv
residential or commercial in character, even thouoh
subiect to an existino mortqaqe or thereafter mortoaqed
bv the insurer, if such real est,ate is located in a citv
or villaqe or i{ithin five miles of the limits thereof.

(b) Eor purposes of this subsection. real
estate shall include a leasehold havino an unexpired
term of at least twentv vears, includino the term

fortv vears from acquisition.(c) The value of an insurer's investments
authorized under this subsection sha1.l, not exceed tenpercent of i.ts admitted assets.(5) An insurer mav a.Lso acquire such other
real estate as mav be acquired ancillarv to a corDorate
merqer, acouisition, or reoroanization of the insurer.(6) The value of an insurer I s investments
authorized under subsections (3), (4), and (5) of this
section, 1n the aoorecrate, shalJ, not exceed fifteenpercent of its admitted assets.(7) Eor purposes of this section, vaLue shall
mean oriqinal cost plus anv development and improvement
costs whenever e{pended Iess the unpaid balance of anv
mortoaoe and annual depreciation on improvements of not
Iess t]1an t!'ro percent.

(8) An insurerrs investments authorized under
this section and section 43 of this act. in the
aooreoate, shall not exceed fiftv percent of i.ts
admitted assets.

Sec. 45. An insurer mav lnvest in equipment
or interests in eouipment whollv situated or maintained
in the United States and canada which are mortqaoed or
otherwise encumbered bv the insurer as securitv for a
nonrecourse debt and which are leased under a lease
contract if:(1) The annual lease pavments to the lessor
are sufficient to repav the full cost of the financino
thereof withln the unexpired term of the lease; and(2) The lessee or ultimate quarantor of anv
Iease securinq the obl_ioation is an entitv the
oblioations of which are authorized investments under
sections 23 to 31 of this act.

An insurerrs investments authorized under this
section shall not exceqd- five percent of its admitted
756 -22-
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as sets .
' Sec - 46. An insurer mav invest in equipment

trust certificates and other obl-iqations secured bv
transportation equipment or bv evidence of ownerahip of
or an interest in transportation eguiDment evidencino a
rioht to receive determined portions of rental.
Durchase, or other fixed oblioatorv pavments for the uae
or purchase of such equipment, Eor purpoees of this
section, transportation equipment shall include
automobil-e frei.oht racks used in the transportation of
Dassenoer vehicles.

Anv investment authori-zed under thia aection
shall have a mi-nimum qualitv ratino as described in
subdivision (1) of section 12 of this act. An insurerrs
investments authorized under this section shall not
exceed twentv percent of its admitted assets.

Sec. 47 . An insurer mav invest in the
ownership of or in loans secured bv first liens upon:(1) Production pavments. interestB, or riohts
therein pavabl,e from oil. oas, other hvdrocarbons, or
other minerals in producino properties Iocated in areas
of established and continuino production rrithin the
United States or the adiacent continental shelf areas.
Such pavments, interests, or riohts shall be
discharoeable from propertv interests apDraiBed to have
a current market value of at leaat one hundred fiftv
Dercent of the Durchase Drice of or the amount loaned
upon the securitv of such Droduction pavments. Such
appraisals shalI be provided at the time of acquisition
bv independent petroleum enoineers and shall be based on
current narket prices; or(2) Rovaltv, overridino rovaltv, net profit,
leasehold, workino, or other interests or riqhte in oil.qas. other hvdrocarbons, or other minerals in place or
as produced, whether or not subiect to production
pavments as descri.bed in this section.

Eor purposes of determinino the amount
i.nvested in oayments. interests. or riqhts described in

the successful efforts accounti-no method.
An insurerrs inveetments authorized under this

section shal1 not exceed five percent of its adrnitted
assets.
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Sec. 4A. An insurer mav invest in electronic
data processino hardware and operatino svstems soflware
for its own use if the hardware or oDeratino svstems
software is depreciated or amortized over no more than
five ye;r_qs=_4Lj4Slffgls investments authorized under
this sectlon shall not exceed one percent of its
admitted agqe.ts with such i.nvestments determined on the
basis !f _ cost_Ims accumulated depreciation and
amortizatiotl=

Sec. 49 . ( 1 ) An insurer mav effect or
ma int a i n bona f ide hedq in_s_tre4s aE-t i !ng__ini

Le_) EgIefgn___SllEencv in connection with the
sale or p-!r4sbg,E_e _qf Ee_qg!:lt-Les authorized for investment
under sec_lion 37 of this act-i(b) contracts f-el,future deliverv. op
other riqh,!_s_ to purchase or se]-l. and options and other
riohts to pulchase or 99!!_ggg!ggq!1for future deliverv
of domestlc or foreiqn . currencv or of securities
authorize_d for investment under the Insurers Investment
Act if such contracts, op.t-Lg!s, or riohts are traded on
a nationa] securities exchanoe or board of trade
requlate{ur]llel_Lbe..-Iglq of the United States; and(c) Stock or bond index contracts or other
contracts !bqL_Ieq!ILIe__lE9E_settlement the deliverv of
cash. (2) An insurer@
warrants.jl)tions, or other riqhts to purchase stock but
onlv wi.th respect to stock which it owns at the time
such warrant. option, or rioht is so1d. Such stock
shall be held thro-uqhout the period durino which the
warrant, option, or riqht mav be exercised aoainst the
seller bv the owner of the warrant. option, or rioht in
an amount which would fullv discharqe the se.Llerrs
ootential oblioation to deliver such stock.(3) An insureil mav sell exchanoe-traded
warrants, options, or other riohts to seII stock but
onlv if its obli.oations under such warrants. opti.ons, or
riqhts are fuLlv secured bv a deposit bv the insurer
with a bank or other custodian of cash or cash
eouivalents.(4) Eor purposes of this section, bona fide
hedoino transaction shall mean a sale or purchase of
foreion currencv or of a contract, option, or rioht
entered into for the purDose of offsettino chanqes in(a) foreion currencv exchanse rates or (b) the market
Vglge of investments ow
sold bv the insurer within one vear or for the purpose
of minimizinq interest rate risks in resDect of
g!.liqations or insurance_,pol,icies or contracts supported
75d -24-
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bv investments held or propoged to be held bv the
in6urer. (5) An insurerrs investments authorized under
this section shall not exceed ten Dercent of its
admitted assets.

Sec. 50. (1) A title insurer mav invest in a
title plant if an amount equal to the insurerrs minimum
capital or surplus is aIBo invested ip investments
other$rise authorized bv the InBurers Invegtment Act-(2) A title plant shall be valued at its fair
value. For purposes of determinino fair value:(a) No value shall be attributed to furniture
and fixtures;(b) The real estate in which the title plant
is troused strall be considered real estate; and(c) The value of title abstracts, title
bri.efs. coDies of convevances and other documents,
indices, and other records comprisino the title plant
shall be determined bv considerino the expenses incurred
in obtainino them. the acre thereof. the cost of
reDlacement Iess depreciation, and aII other relevant
factors.

Sec. 51. An insurer mav hold investnents not
otherwise authorized under the Insurers Investment Act
if such investments:(1) Have minimun qualitv ratinos as described
in subdivision (11 of section 12 of this act; and(2) In the aooreoate do not exceed one hundred
percent of the insurerrs policvholders surplus.

sec. 52. (1) subiect to the linitations in
subsections (2) throuoh (4) of this section. an insurer
nav invest in oblioations havinq 3,4.5, and 6
desiqnations from the Securities Valuati.on Office of the
National Association of Insurance Commissioners.(2) Subiect to the limitation in subsection(4) of this section:(a) An insurerrs investments in oblioations
havino a 4 desionation fron the Securities Valuation
Office of the National Association of Insurance
Commissioners shall not exceed four percent of the
insurerrs adrnitted asgets:(b) An ingurerrs investmenta in obliqations
havinq a 5 desionation from the Securities Valuation
Office of the National Association of Insurance
Comrnissioners shall not exceed two percent of the
insurerrs admitted assets; and(c) An insurerrs investments in obliqations
havino a 6 desiqnation from the Securities Valuation
Office of the National Association of Insurance
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Commissioners shall not exceed one percent of the
insurerrs admitted assets.(3) Subiect to the limitations in subsection(2) of this section:(a) An i-nsurerrs investnents in oblioations
havino anv combination of 4, 5, and 6 desionations from
the Securities Valuation Office of the National
Asaociati.on of Insurance Commissioners, except the
combination described in subdivision (3) (b) of this
section, in the aooreoate, shall not exceed four percent
of the insurerrs admitted assets; and(b) An insurerrs investments in oblioations
havino 5 and 6 desiqnations from the Securities
Valuation Office of the National Association of
Insurance Commissioners. in the aqoreqate. shall not
exceed two percent of the insurerrs admitted assets.(4) An insurerrs investments authorized under
this section. in the aooreoate, shall not exceed fifteenpercent of its admitted assets.

Sec. 53- (1)(a)(i) A life insurer mav make
investments not otherwise authorized under the Insurers
Investment Act i-n an amount, in the aoqreoate. not
exceedino the lesser of fi-ve percent of its admitted
assets or one hundred percent of its policvholders
surplus. (ii) An insurer other than a Life insurer mav
make investments not otherwise authori,zed under the act
in an amount. in the aqdreqate, not exceedinq the lesser
of twentv-five percent of the amount bv which its
admitted assets exceed its total Iiabillties, excludinq
capital, or five percent of its admitted assets.(b) Investments authorized under this
subsection shall not include oblioations havino 3. 4, 5,
and 5 desiqnations from the Securities Valuation Office
of the National Association of Insurance Commissioners.(2) Notwithstandi.no the orovisions of
subdivisions (1) (a) (ii) and (b) of this section, an
inEurer other than a Iife insurer mav make investments
not otherwise authorized under the act in an amount not
exceedinq that portion of its policvholders surDlus
which is in excess of fifty percent of its annual net
written premiums.

(3) Investments authorized under subsection(1) or (2) of this section shall not include insurance
aoentsr balances or amounts advanced to or owind bv
i.nsurance aoents.(4) The limitations set forth in this section
shall be aoolied at the time the investment in question
l€_-!'ade__end__at t_be__c!_rd of each calendar quarter. An
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section, and investments otherrrise authorized under the
act at the time of their accruiBition 6haLl not be
included in makinq such deternination.

Sec. 54. The director mav adopt andpromuloate rules and reculationB to carrv out the
Insurers Investment Act.

Sec. 55. That section 2l-1339, Reissue
Revised Statutes of Nebraska, 1943, be amended to read
as follows:

21-1339. Obligations of a cooperative farm
land company secured by a first tnortgage on agricultural
lands purchased by a cooperative farm land company shall
be a la$rful investment for funds of any insurance
company which has conveyed real estate to the company to
the full extent of the purchase price= 7 anC !ha++ be
dcencC vithin the p"cvi6ict1a cf ceeticn 44-399; ar ncH
cnirtif,g cr as hereafter ancaded:

Sec. 56. That section zL-2IOA, Reissue
Revised Statutes of Nebraska, 1943, be amended to read
as f ollor,rs:

2l-2lOA. Not$rithstanding any other provisions
of law, any person, copartnership- or corporation may
acguire. hold, sell, agsign, trangfer, mortgage, pledge-
or otherwise dispose of the shares of capital 6tock of a
development corporation created under the Nebraska
Business Developnent Corporation Act- exceDt prcvi6+cn6
cf seeticnc 21-21e1 tc 21-2117; PROYIEEE; that insurance
companies, reeiprceala reciprocal exchanoea - and
fraternal benefit societies shall not invest therein
other than as provided in 6crticr 44-311=e3 cr
44-311:e4; a. the 6are nay be anended frcrr tine tc tine
the Insurers Inve6ttnent Act-

Sec. 57 . That section 2l-21O9, Revised
Statutes Supplement, 199O, be amended to read as
follows:

2l-21O9. (1) Not$rithBtanding any other
provision of law, any financial institution is
authorized to become a member of and to invest in a
development corporation by making application to the
board of directors on such forn and in such manner as
the board of directors may require, and nembership shall
become effective upon acceptance of such application by
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such board. Membership shall be for the duration of the
corporation, except that upon written notice given to
the corporation two years in advance, a member may
withdraw from membership at the expiration date of such
notice and shall not, after the expiration date of such
notice, be obligated to make any loans to the
corporation- No financial institution sha1l become a
member of more than one development corporation, except
that this restriction shall not apply to the Research
and Development Authority.

(2) Each such member shall make loans to the
corporation as and when called upon to do so, upon such
terms and conditions as shall be approved from time to
time by the board of directors, subject to the following
conditions:

(a) AII loans shaII be evidenced by negotiable
instruments of the corporation and shall bear interest
at the rate determined by the board of directors to be
the prime rate on unsecured commercial Ioans as of the
date of the loan;

(b) All loan Limits shall be established at
the thousand dollar amount nearest the amount computed
in accordance with this section,'

(c) The total amount outstandingr at any one
time on loans to a development corporation made by any
member, other than an insurance company, reciprocal
exchange, or fraternal benefit society, shall not exceed
the followinq limit, to be determined as of the time
such nember becomes a member, on the basis of figures
contained in the most recent year-end statement prior to
its application for membership:

(i) Banking associations, three percent of the
paid-in capital and surplue;

( ii ) Savings and loan associations, three
percent of the general reserve account and surplus; and

( iii ) Other financial institutions, such
Iimits as may be approved from time to tlme by the board
of directors of the development corporation;

(d) In the ca€,e of an insurance company,
reciprocal exchange, and fraternal benefit society, the
total amount outstanding at any time on loans to a
development corporation shall be linited as follows: (i)
Eor stock life insurance companies, one percent of
capital and unasslgned surplus, which amount loaned
shall be included in and be a part of those investments
authorized for stock Iife insurance companies under
section 44-311=eA 53 of this act; (ii) for mutual life
insurance companies or fraternal benefit societies, one
percent of unassigned surplus, which amount loaned shal1
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be included in and be a part of those invegtnents
authorized under such section; 44-3ll=e37 and (iii) for
other insurance companies or reciprocal exchanges,
one-tenth of one percent of admitted asseta, shich
amount loaned shaLl be included in and be a part of
those investments authorized under Buch aectioni
44-311=94; and

(e) Each call for loans made by the
corporation sha1l be prorated among the menbers of the
corporation in substantially the same proportion that
the loan limit of each member bears to the aggregate
loan Iimlts of aII members.

Sec. 58. That section 44-319.01, Reissue
Revised Statutes of Nebraska, L943, be amended to read
as follorrs:

44-319.01
sections 44-319 - o1

A6 uaed *tr For Durposes of
to 44-319.13, unless the context

otherwj.se reguires:
( 1 ) Director shalI mean the Director of

Insurance or his or her authorized repreaentative;
(2) Policyholders shall mean all peraona

having a legal or equitable right against a depositing
insurer or assessment association arising out of or by
reason of depositing insurerts or associationrs policiea
and obligees under its surety contracts;

(3) State shall nean any state of the United
States, the government of Puerto Rico, and the District
of Columbia;

(4) Eligible securities shall mean the
inveetments pernittedT lin*ted; aad defineC by cecticn
44-ee9-i cHeept eubdiviaiena (1)z (5)7 aad (f2) thcrccf
authorized under the Insurers Investment Act other than
investments authorized under sections 34. 43 to 45, 47
to 50, and 53 of this act, and unless otherwise provided
by law, the values of such investments shall, for the
purpose of sections 44-31-9.oL to 44-319-13, be an arnount
not exceeding the current market values thereof, and

(5) Insurer shall mean stock and nutual
ineurance companies and reciprocal exchanges-

Sec. 59. That section 44-320, Reissue
Revised Statutes of Nebraska, 1943, be amended to read
aB fol10$16:

44-320. Xc (1) Except as provided in
BubBections (2) throuoh (6) of this section, no director
or officer of any domestic insurance company dcing
bus:lneaa unCer thia ehaptcr BhaII directlv or indirectlv
receive any money or valuable consideration for
negotiating any loan for any 6uch the company or for
selling or aiding in the sale of any property to or by
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the company no" shatr+ g4g!_gg such director or officer
sha1l directlv or indirectlv borrow money from, purchase
cr buy any property from- or seII any property to aueh
ec"pcrati6!17 exeept that a the companv.

(2)(a) Nothinq in this section shall orevent
any domestic insurance company nay xake from makj.nq a
loan to an officer of aueh ![9 company for the purchase
of a principal residence or nay aequ*re acquirino the
principal residence of an officer in connection with the
relocation of the officerrs place of employment at the
request of the company either during the course of
employment or upon initial employment of such officer.
Any Loan permitted under this seet+etl subsection shaIl
be secured by a first trust deed or first mortgage and
sha1l not exceed seventy-five percent of the fair market
value of the property. Any acguisition permitted under
this BCet*ea subsection shall not exceed the fair market
value of the property.

(b) For purposes of this geetioa subsection,
fair market value shall mean the market value of real
estate as determined by a licensed real estate appraiser
r,rho is recognized as a Member of the Appraisal
Institute, a Residential l\4ember by the American
Institute of Real Estate Appraisers, a Senior Real
Estate Analyst, a Senior Real Property Appraiser, or a
Senior Residential Appraiser by the Society of ReaI
Estate Appraisers, or an American Society Appraiser by
the American Society of Appraisers.

(c) Any loan or acquisition permitted under
this 6ccti6n subsection shall be subject to (1) (i) the
approval of the domestic insurance companyts board of
directors or a delegated committee of the company and
(3) (ii) prior written approval of the Director of
Insurance based upon written application by the company
including full and faj-r disclosure of the terms of the
transaction. Approval of 6uch transaction by the
Director of Insurance shal1 be presumed unless notice of
disapproval is received by the applicant within thirty
days of the filing of the application. Approval of such
transaction may be denied if the director finds that it
is not in the best interest of the company or that the
terms of the transaction are not fair and reasonable to
the company.

(3) Nothino in this section shal1 prevent anv
director or offi"cer of anv domestic insurance companv
from purchasinq from his or her companv an insurancepoLicv or annuitv contract if (a) the Durchase is in the
ordinarv course of the companvrs business and subiect to
all of the requirements normallv imposed bv the companv
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in the sale of such policies and contracts and (b) no
discount oranted to the director or officer in
connection vri.th the purchase is qreater than discounts
Drovided to other employees of the comDanv in connection
hrith the sale of 6imilar policies and contracts.

(4) Nothino in this section shall orevent anv
director or officer of anv domestic insurance companv
from Durchasino from hi.s or her companv surDLus Deraonal
DroDertv havino a total purchase pri-ce not in excess of
ten thousand dollars in anv calendar vear if thepersonal property is sold to the director or officer at
not less than its fair market value.

(5) Nothinq in this section 6hall prevent anv
director or officer of anv domestic insurance companv
from seLlino to his or her companv propertv of anv tvDe
or nature havinq a total purchase orice not in excess of
ten thousand dollars in anv calendar vear if the eale is
in the ordinarv course of busi.ness of the directorrs or
officer I s business and if the prooertv is sold to the
companv at not more than its fair market value.(6) Except as otherwise provided in ttri,s
section, if anv director or officer of anv domestic
insurance companv desires to borrol, monev from, ourchase
anv proDertv from, or sell any DroDertv to the companv
in excess of ten thouaand dollars in anv calendar vear.
the companv shall file an appl,ication rrith the Director
of Insurance requestinq written approval to enoaoe in
such transactlon. The application shall set out the
names of all of the parties interested in the
tranBaction and the resDective percentaoe of interest of
each partv, a brief description of the nature of the
transaction, and a full disclosure of aII consideration
criven or received bv the companv in connection with such
transaction. The application ahall be a public record
ooen to public insoection from the date of filino. If
the transaction is not approved or diaapproved bv the
director within thirtv davs from the date of filinq, the
trangaction shall be deemed di.sapproved. In determinino
whether to aoprove or di.sapprove such transaction. the
director shall consider the followino factors:

(a)(i) The fact that the transaction has been
disclosed or made known to the board of directors of the

vote or consent sufficient for the purpose rrithout
countino the vote or consent of anv interested director
or officer; and

( ii ) If applicable, the fact of such
transaction has been disclosed or made knorrn to ttre
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shareholders entitled to vote and thev authorize
approval or ratify such transaction bv vote or $rritten
consent; or(b)(i) The transaction is fair and reasonable
to the companv; and

L1.jl___T_e__!BnEAS!fon is of a nature nor
enoaoed in bv the companv and the consideration is fair
and reasonable.(7) The Director of Insurance mav proceed in a
court of competent iurisdiction aoainst a domestic
insurance companv to reverse or hold invalid a
transaction made in violation of subsection (6) of this
section unless the transaction was approved pursuant to
such subsection.

Sec at sect on 44-322, Reisaue
Revised St-at-utes of Nebraska , 1-943, be amended to read
as follows:

44-32,2. (1) Everv insurance companv holdinq a
certificate of authoritv to transact the business of
insurance illlhfE c!q!g_E 1 file with the director on
or before March 1 of each vear an annual financial
statemenff_or the vear endino December 31 immediatelv
Drecedino on forms prescri-bed bv the director which
conform sglglantiaIIv to the forms adopted bv the
National Association of Insurance commissioners. Unless
the director provides otherwise, the financial statement
shall be preDared in accordance wlth the annual
statement instructions and the Accountino Practices and
Procedures Manual adopted bv the National Association of
Insurance Commissioners and shal1 include the salaries
and compensati.on of the officers and anv other
information required bv the director. Everv insurance
companv subiect to this section sha1l make such otherperiodic fi.nanclal filinqs as the director mav
reasonablv reguire.

The director shalL suspend or sha],l not issue
or renew the certificate of authority of an insurance
companv until it has complied with the reouirements of
this subsection and anv rules and reoulations or orders
issued thereunder. except that for oood and sufficient
cause shown the director mav orant a reasonable
extension of tinle within which the financial statement
mav be filed, in no event to exceed thirty davs.

( 2 ) Everv insurance comp_a4v holdino a
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certificate of authoritv to transact the businesa of
insurance in thi-s state shalI particioate in the
National Association of Insurance commissionera
Insurance Requlatorv Information Svstem, includino the
Davment of all fees and charoes of such svstem- exceDt
as exempted bv the director. Each partici.patino
insurance companv shall file with the National
Association of Insurance Commissioners on or before

actuarial certification except as exempted bv the

financial statement and annual and ouarterlv financial
statement information in computer readable format as
recruired bv the Insurance Reoulatorv Information svstem.
(+) Evc"y insuranee ecnpany de*aE bus+neBB in th*a
statcT unleca ctherviae prcyideC c? exeepted ia this
ehapterT rinnt nake anC fitre Hith the Eepartnent cf
+[6uranee7 cn 6? befcre lla?ch 17 cf eaeh yea?r a
6taterert urCer eath fcr the ycar enCiaq Eeeenbcr 31
*r;eCiately preeeCinET np.r a fcrn tc be preaeribcd ard
vhieh ray be furniehed by the CepartnentT rrhieh fcln
ahall at }eagt iaeluCc the aubetaaee cf that requireC by
what ic kncvlr ag the ccavent:iea blaak fcrn adcptedT and
whish ia arerCeC frcn lrea? tc ycar by the nat*cnal
a6rcG*aticn cf +nau"ahcc ccnnicaiencr6T anC ahall alsc
*aclude the aalarics anC c6rpelsaticn; ef the cfficc"r
anC ary cther ilrfcrnaticn required by thc Ccpartnelrt:

(e) lPhc Ccpa"trcrt ahall nct i6Buc aly *ieenac
tc any ccnpanyT either dcnectie cr fcreiqnT until auch
ccrpaf,y har eenplicC vith al} thc previaicra cf
cubceetica (1) of thrls seeticti? lrrcvidedT for Eccd atrC
auffigieat cau6e ehcwaT thc Ccpartncnt ray Erant a
rcaacEable enten6icn cf tinc vithin whieh aueh Btateti.trt
nay bc filcC; *n ne event tc exeeed thi;ty days:

Sec. 61. That section 44-3A6, Reiasue
Revised Statutes of Nebraska , 1943, be amended to read
as follows:

44-3A6. Nothing in this chapter Chapter 44
shall be 6c construed an to prevent any number of
persons, not to exceed twcnty-f*ve two thousand five
hundred, who are residents of this stateT from making
mutual pledges and giving valid obligations to each
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other for their own insurance from loss by fire,
liqhtning, tornado, cyclone, windstorms, haiI, death, or
other cause for which insurance may be obtained rrnder
any of the faws of this state- Such association of
persons shall in no case insure any property not owned
by one of their number; and no life except that of their
number, nor shall the provisions of seet*ehs 44-3e1 te
44-395 ChaDter 44. article 3. or the Insurers Investment
Act be applicable to such associations of persons except
that the Department of Insurance may require such
reports as it deems advisable. Suqh associations of
persons shall receive no premiums, shall make no
dividends, and shall not nor ehall they hire or
compensate any agent, solicitors, adjusters, or
appraisers. officers and employees of such association
shall be hired by the board of directors. All salaries
of such officers and employees shal1 be approved by the
board. but in no case shall such salaries exceed ten
dollars per day. No such association of persons shall
ever make any Ievies or collect any money from its
members or prospective membersT except to pay for l-osses
on property or lives insured and such expenses as are
necessary and incidental to the operation of such
association, except ; PRoVIEEB; that one membership fee
of not more than five dolLars per person may be charged
at the time of entrance for the purpose of providing a
fund- which shall not be in excess of one hundred fifty
percent of the average monthly disbursement during such
calendar year at the end of each calendar year unless
specifically approved by the director each year- out of
which benefits may be paid pending assessment receipts
and for the purpose of paying initial expenses. All
fees and receipts shall be debited to the assets of the
association and shall be expended as aIlowab.Ie for
expenses, salaries, and benefits or distributed as
hereir provided in this section. No money shall be paid
or donated to any organization or to any pergon except
as a benefit or as an allowable salary or expense. All
expenses including salaries 6haI1 not exceed twenty
percent of aII assessments, levies, and fees received.
No surplus except that in the afc"eneht+oneC fund
descri.bed in this section sha1l be maintained or
allo\red. Advance payments of assessments shall not be
considered as surplus money for purposes of this
sectj-on. AII surplus money except that maintained i.n
the fund and that allowed for expenses and salaries must
be distributed to the members, except ; PR€VIEBD; that:
(+) *f ;!! membership in such association is limlted to
the employees or former employees of a particular
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employerT and (?) Such such employer has contributed
funds to such association to be used to pay benefits to
the membersT in the period durinq which any such surplus
fund was accumulated, then upon any distribution of suctr
surplus, other than in payment of expenses, salaries,
and benefits, rrhether upon the order of the Director of
InsuranceT or otherwise, such distribution ahall be
equitably divided among the members in good atanding on
the date of such distribution; and auch employerT in
proportion to their respective contributioDs made in the
period during $rhich such surplus was accumulated. No
such distribution shall be made until approved by the
director.

Sec. 62. Ihat section 44-4O2-O3, Reissue
Revised Statutes of Nebraska, 1943, be amended to read
as follords:

44-4O2.O3. (1) Except as may be provided h,ith
respect to reservea for guaranteed benefits, amounts
allocated to any separate account and accumulations
thereon may be invested and reinvested without regard to
any requirements or limitationa prescribed by the IawE
of this state governing the inveatments of l-ife
insurance companies and the investnents in such aeparate
account or accounta shall not be taken into accomt in
applying investment limitations otherwise applicable toj-nvestmenta of such company.

(2) No investment in auch seDarate accounts or
in the domestic life insurance corpanvrs oeneral,
investment account shall be transferred bv sale,
exchancre, substi.tution. or otherwige from one accor.rnt to
another unl-e6s the director apDrovea auch transfer or
unless the director has not disaporoved the aoplication
for transfer $rithin thirtv days froE filinq. The
application to transfer investmentB shall be on a formprovided bv the director.

Sec. 63. That Bection 44-AZl, Reissue
Revised Statutes of Nebraska, 1943, be amended to read
as follords:

44-427. No domestic assessnent aEaociation
orqanized after August 24, 194L, shall be authorized to
transact the business of health or accident insurance
until it ahall have has deposited with the Department of
fnsurance ef the Statc cf Hebracka the sum of ten
thousand dollars in cash or securities cf like yalue cf
thc kinC and eharaeter previdcd by aeeticna 44-3e9 arC
44-31e as described in EubdiviBion (4) of Bection
44-319. 01.

Sec. 64. That section 44-2202, Reissue
Revised Statutes of Nebraska, L943, be amended to read
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as foLlows:
44-2202. Before a company may apply to issue

variable annuities in this state- it must have an
initial amount of capital and surplus, if a stock
company, or an amount of surplus, if a mutual company,
of at least two mlllion dollars and shall maintain a
surplus, if either a stock company or a mutual company,
of at least- one million five hundred thousand dollars-
Ibg prcv+ded that the Director of Insurance may make
exceptions to this provision if he or she deems it in
the public interest to do so. {f thc app}ieaat is a
aubeiCiary ef a Nebraeka daneat*e inaurcrT the
prcvtaicna af seetiicr 44-3}e=e97 rnst have previcualy
been eonpl+ed Hith= In addition to meeting the
afcrenentioned requirements of this section, a foreign
company must be licensed to do a variable annuity or
life insurance business in its state of domicile before
it may apply to issue variable annuities in this state.

Sec . 65. That section 44-2213 , Reissue
Revised Statutes of Nebraska, 1943, be amended to read
as fo.Ilows:

44-2213. Any sales, transfers- or exchange of
investments made by a domestic company bet\reen any of
the separate accounts or between any other investment
account of the company and one or more of the separate
accounts shall be in accordance with section 44-31e'eB
44-402.03, and the provisions or lack of provisions
concerning transfers of investments in the laws of
foreign companies shall be taken into consideration in
admission of a foreign company.

Sec. 66. That section 44-2A27 .Ol, Revised
Statutes Supplement, 1990, be amended to read as
follows:

44-2A27.O1. (1) Any general acute hospital as
defined in subdivislon (3) of section 7l-2ol7.Of or a
psychiatric or mental hospltal as defined in subdivision
(7) of such section operated by the Board of Regents of
the University of Nebraska may, in addition to the
methods of establishing financial responsibi.Iity
provided in section 44-2A27, establish financial
responsibility by a risk-loss trust.

(2) In order to establish financlal
responsibility through the use of a risk-loss trust, the
risk-loss trust shall be approved in writing by the
director. Such approval shall expire on the last day of
April in each year alrd shall be renewed annually
thereafter if the risk-Ioss trust continues to comply
with the requirements of the Nebraska Hospital-Medical
Liability Act and any rules and regulations adopted and
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promulqated thereunder.
(3) The director 6hall approve the use of a

risk-Ioss trust to establish financial responsibility if
he or she determines from a review of the plan of
operation or feasibility study for the risk-loss trust
that (a) the risk-IoBs trust will comply with all of the
applicable requirements of the act, (b) the risk-Ioss
trust has a financial plan which provides for adequate
funding and adequate reserves to establish and maintain
financial responsibility, and (c) the risk-1oss trust
has a plan of management designed to provide for its
competent operation and nanagement.

(4) Any risk-loss trust shall be establiBhed
and maintained only on an occurrence baais, shall
maintain reserves for payment of claims, and shall
process and act upon claims in accordance with
gnride).ines acceptable for Nebraska domestic insurance
companies. The funds, or any part thereof, of any
risk-loss trust may be invested as authorized +R 6hapte"
447 article 37 under the InsurerB Investment Act for any
donesti.c property and casualty insurance company-

(5) Any risk-loss trust shall file with the
director, on or before March 1 of each year, a financial
statement under oath for the year endinq December 31
immediately preceding which shall include an actuarial
or Ioss reserve specialistts opinion. The trust 6haII
annually be audited by an independent accottntant, and
such audit shall be filed with the director.

(5) The director may examine the business
affairs, records, and assetE of such risk-loss trust to
assure that it will be able to establish and maintain
financial responsibility. Any examination conducted by
the director or hiB or her authorj.zed representative
shall be at the expenae of the riek-loss trust.

(?l If the director finds after notice to the
Board of Regents of the University of Nebraska and a
hearing that the risk-loss trust is not maintaining
financial responsibility, he or she may order the board
to take such action as is necessary to establish
financial responsibility and upon failure by the board
to comply therewith may revoke approval of such trust.

(8) If any hospital establishes financial
responsibility as provided in subsection (1) of this
section, the annual surcharge amount which shall be
levied against the board pursuant to section 44-2429
shall be established annually by the director after
giving consideration to the following factors:

(a) The surcharge rate for hospitals set by
the director pursuant to such section;
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(b) The average rates charged by insurers of
Nebraska hospitals;

( c ) Variations in coverage provisions,
liability Iimits, or deductibles between insurance
provided by private insurers and the coverage provided
by the risk-loss trusti and

(d) The loss experj.ence of the board.
(9) The director may adopt and promulgate

reasonable rules and regulations necessary and proper to
carry out this section.

sec. 67 . That section 44-2909 , Reissue
Revi.sed Statutes of Nebraska , 1943, be amended to read
as follows:

44-2909. No association organized under
eceticna 44-29e1 te 44-3918 the Nebraska Hospital and
Phvsicians Mutual Insurance Association Act shal"I
transact the business of insurance until:

(1) Its articles and bylaws have been approved
by the Director of Insurance and the articles filed as
required by section 44-2906;

(2) It has filed with the E*reetcr cf
*aBura}lee director acceptable evidence that it hasT and
shall will maintainT a minimum surplus aggregating at
least five hundred thousand dollars in cashT in the
investments cpee*fied *n ;eet*Grl 44-3e9; authorized
under the Insurers Investment Act or a letter of credit
issued by a Nebraska banking institution in accordance
with loan restrictions prescribed by the laws of this
state;

( 3) AII policies, applications, and other
forms together with aII manuals and rates to be usedT
have been filed and approved a6 provided in sections
44-34A and 44-1405;

(4) A certificate of authority has been issued
to the association as provided i.n section 44-303; and

(5) It has received at least five applications
for policies in a hospital association or at least two
hundred applications for policies in a physicians
association.

Sec. 58. That section 44-3706 , Reissue
Revised Statutes of Nebraska, 1943, be amended to read
as follows:

44-3106, No profes6ional association mutual
insurance company shall be issued a certificate of
authority to do any business in this state until it ha6
filed with the director acceptable evidence that it hasT
and ahall will maintainz a minimum surplus aggregating
at least five hundred thousand dollars in cashT in the
investments apeeif*eC *n 6eetion 44-?99t authorized
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under the In8urers Inveatment Act or a letter of credit
issued by a Nebraska banking institution in accordance
rrith loan restrictions prescribed by the laws of this
state.

Sec. 69. Ihat section 44-32,137, Revised
statutes supl)lement, 1990, be amended to read aa
follows:

44-32,13'1. with the exception of investments
made in accordance with subdivision (1) of section
44-32,122, the investable funds of a health maintenance
organization shall be invested only ia aeeuritiea 6?
cther itrvcBt;clrt6 pernitted by the iaauraree *arg cf
thia 6tate fcr the invegtnent cf asaeEa eeaatitu€irg the
+egal ?c6c?vcc cf **fe *naurarree eenpaniee er eueh ethcr
aeeur:itica or inycBtitcrrto a6 the d:iree€er pern+t6 as
authorized under the Insurers Investment Act for a
domestic life insurance companv.

sec. 70. That section 44-4313, Reissue
Revised Statutes of Nebraska , 1943, be amended to read
as folloss:

44-4313. The capital, surplus, and other
funds, or any part thereof, of any risk management pool
may be invested as authorized in €hapter 447 art:lele 37
for any Cereatie *rguranee corpany cther thaf, a +cEaI
re6e?ye +!ife uder the Insurers Investment Act for a
domestic DroDertv and casualtv insurance company-

Sec. 'lL. That section 44-4A3O, Revised
statutes supplement, 1990, as amended by section 80.
Legislative BilI 236, Ninety-second Legislature, First
Session, 1991, be amended to read as follows:

44-4A3O. (1) Mutual debts or mutual credits
whether arising out of one or more contracts betldeen the
insurer and anottrer person in connection with any action
or proceeding under the Nebraska Insurers Supervision,
Rehabilitation, and Liquidation Act shall be set off and
the balance only shall be alloweg or paid except as
provided in subsections (2) through (a) of ttris section
and in section 44-4433.

(2) No setoff shall be alloh,ed in favor of any
person wtren:

(a) The obliqation of the insurer to the
person rilould not at the date of the filing of a petition
for Iiquidation entitle the person to share as a
claimant in the assets of the insurer;

(b) Ttre obliqation of the insurer to the
person was purchased by or transferred to the person
with a view to its being used as a setoff;

(c) The obligation of the insurer is owed to
an affiliate of such person or any other entity or
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association other than the person;
(d) The obligation of the person is owed to an

affiliate of the insurer or any other entity or
association other than the insureri

(e) The obligation of the person is to pay an
assessment levied against the members or subscribers of
the insurer, is to pay a balance upon a subscription to
the capital stock of the insurer, or is in any other way
in the nature of a capital contribution; or

(f) The obligation between the person and the
insurer arises from business which is both ceded to and
assumed from the insurer, except that the rehabilitator
may, with regard to such business, allow certain setoffs
in rehabilitation if he or she finds the allowance of
the setoffs appropriate-

(3) The liquidator shaIl provide persons that
assumed business from the insurer with accounting
statements identifying debts lrhich are currently due and
payable. Such persons may set off against such debts
only mutual credits which are currently due and payable
by the insurer to such persons for the period covered by
the accountlng statement.

( 4) A person that ceded business to the
insurer may set off debts due the insurer against only
those mutual credits which the person has paid or which
have been alfowed in the insurer's delinquency
proceeding.

( 5) Notwithstanding the provisions of
subsections (2) t-hrouqh
sums due on obli-gations

4) of this section, a setoff of
n the nature of those set forth

(
i

in subdivislon (2) (f) of this section shall be allowed
for those sums accruing from business written if the
contracts were entered into, renewed, or extended with
the express written approval of the director,
commissioner, or equivalent official of the state of
domicile of the nowrinsolvent insurer, when in his or
her judgment it was necessary to provide reinsurance in
order to prevent or mitigate a threatened impairment or
j-nsolvency of a domiciliary insurer in connection with
the exercise of his or her regulatory responsibilities.

(6) The provisions of subsectlons (2) through
(5) of this section sha1l apply to all contracts entered
into, renewed, ext-ended, or amended on or after Januarlr
Julv L, 1992, and to debts or credits arising from any
business written after such date pursuant to any
contract, including contracts in exlstence prior to such
date, and shalI supersede any agreements or contractual
provisions which might be construed to enlarge the
setoff rights of any person under any contract with the

774 -40-



LB 237 LB 237

insurer. Eor purposes of this subsection, any change in
the terms of or consideration for any such contract
shall be deemed an amendment of the contract.

Sec. 72. That original sectionB 2L-1339,
2t-2toa, 44-319.01. 44-320, 44-322, 44-3A6, 44-402.O3,
44-A21, 44-2202, 44-2213, 44-2909, 44-3105, and 44-4313,
Reissue Revised Statutes of Nebraska, 1943, sections
27-2109, 44-2A27 .01., and 44-32,137 , Revised Statutes
Supplement, 199O, and section 44-4A3O, Revised Statutes
Supplenent, 1990, as amended by section 80, Legislative
Bill 236, Ninety-second tegislature, Eirst Session,
1991, and also sections 44-309 to 44-310.O9, 44-311.01
to 44-3L6, 44-321, 44-397 to 44-399, and 44-824, Reissue
Revised Statutes of Nebraska, 1943, are repealed.
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